


































































































































































































































































































































































































































































































































































































































































































































































































































































































































AGENCY: HOUSING FINANCE AGENCY 
PROGRAM: APPROPRIATED PROGRAMS 
ACTIVITY: MEETING BASIC HOUSING NEEDS 

ACTIVITY SUMMARY 

1998-1999 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1996 FY 1997 

Base 
Level 

FY 1998 

Agency Governor 
Plan Reconm. 

Base 
Level 

FY 1999 

Agency Governor 
Plan Reconm. 

--------------------------------------------- ---------- ---------- ---------- ---------- ----- ---------- ---------- ----------
EXPENDITURES: 
-------------
DETAIL BY CATEGORY: 

STATE OPERATIONS: 
OPERATING EXPENSES 
------------------
SUBTOTAL STATE OPERATIONS 
PAYMENTS TO INDIVIDUALS 
OTHER EXPENSES 
-----------------

TOTAL EXPENDITURES 

AGENCY PLAN ITEMS: 
-------------
TRANSITIONAL HOUSING 
HOUSING TRUST FUND 
HOME EQUITY CONVERSION COUNSELING 
AFFORDABLE RENTAL INVESTMENT FUND 
------------------

TOTAL AGENCY PLAN ITEMS 

EXPENDITURES BY FUND: 
---------------------
DIRECT APPROPRIATIONS: 

GENERAL 
STATUTORY APPROPRIATIONS: 

HOUSING FINANCE AGENCY 
------------------
TOTAL EXPENDITURES 

REVENUE COLLECTED: 
------------------
DEDICATED: 

HOUSING FINANCE AGENCY 
-----------------------
TOTAL REVENUES COLLECTED 

948 

948 
4,181 

11,461 

16,590 

16,590 

16,590 

4,279 

4,279 

804 

804 
7,574 

20,341 

28,719 

FUND 

GEN 
GEN 
GEN 
GEN 

28,719 

28,719 

2,056 

2,056 

804 

804 
7,062 

20,023 

27,889 

18,228 

9,661 

804 

804 
7,037 

20,273 

28,114 

<550> 
550 

<25> 
250 

225 

18,453 

9,661 
---------- ---------- -

27,889 

1,790 

1,790 

28,114 

1,790 

1,790 

804 

804 
7,037 

20,273 

28,114 

18,453 

9,661 
- ----
28,114 

1,790 

1,790 

804 

804 
7,062 

20,023 

27,889 

18,228 

9,661 

804 

804 
7,037 

20,273 

28,114 

<550> 
550 

<25> 
250 

225 

18,453 

9,661 

804 

804 
7,037 

20,273 

28,114 

18,453 

9,661 
---------- ---------- ----------

27,889 

1,618 

1,618 

28,114 

1,618 

1,618 
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BUDGET ACTMTY: 
PROGRAM: 

AGENCY: 

1998-99 Biennial Budget 

Strengthening Communities 
Appropriated 
Minnesota Housing Finance Agency (MHF A) 

ACTIVITY DESCRIPTION: 

Housing is an important component of a community's vitality. The availability, cost, and condition 
of the housing influences the community's ability to attract and. sustain economic development. A 
decline in a community's housing stock can adversely impact property values and revenues from 
property taxes. Declining neighborhoods are disproportionately the site of criminal activities. Once 
a community is perceived as having declined, its ability to attract new investment, in terms of new 
homeowners, rehabilitation, and new commerce, is seriously impaired. Activities designed to 
strengthen communities fall into 4 categories: 1) strengthening a community's housing stock; 2) 
assisting in providing home ownership opportunities; 3) assisting in building capacity; and 4) 
preserving affordable MHFA-financed housing. 

A. A community's housing stock is strengthened through the provision of funding for revitalization 
of specific neighborhoods. Communities with a predominantly older housing stock can encourage 
continued home ownership in an area by offering funds to improve the housing in need of update 
and code compliance. Targeting resources at a particular area of a community can produce 
discernible results not just for the homes being rehabilitated but also for the neighborhood as a 
whole. 

The Community Rehabilitation Fund program is an appropriated program which strengthens 
communities by strengthening the housing stock. 

1. Community Rehabilitation Fund 

The Community Rehabilitation Fund program provides grants to cities for the preservation 
or improvement of designated neighborhoods or areas. The program provides a flexible 
grant which may be used for single family construction, acquisition, rehabilitation, 
demolition, permanent financing, and refinancing. Gap financing (the difference between 
the costs of producing or rehabilitating a building and the appraised value upon completion) 
is also an eligible use of the funds. $5.3 million was appropriated for F.Y. 1996-1997 for 
this program. 

B. Assistance with home ownership opportunities is a second major component of the agency's 
efforts to strengthen communities. High home ownership rates are perceived as a critical element 
of a community's stability. Many Minnesotans have sufficient income to make monthly mortgage 
payments but do not believe that home ownership is within their reach, lack the knowledge 
necessary to access financing, or have encountered other institutional barriers to obtaining home 
ownership financing. Others have purchased a home but have suffered a temporary financial 
setback that puts them at risk of losing their home. 

There are 6 programs funded through state appropriations that assist in home ownership 
opportunities: 1) Full Cycle Home Ownership Opportunities Services; 2) Contract for Deed 
Guarantee Account Program; 3) Foreclosure Prevention and Rental Assistance Program; 4) 
Minnesota Urban and Rural Homesteading Program; 5) the Urban and Tribal Indian Programs; 
and 6) the Home Ownership Assistance Fund. 

1. Full Cycle Home Ownership Opportunities Services 

The Full Cycle Home Ownership Opportunities Services program provides grants to 
experienced nonprofit organizations to provide comprehensive home buyer training and 
support on either a pre- or post - purchase basis for low and moderate-income first-time 
home buyers. Funds may be used for either administrative support or program support. 
$500,000 was appropriated for this program for F.Y. 1996-1997. 

2. Contract for Deed Guarantee Program 

The Contract for Deed Guarantee Program is a program designed to enable individuals who 
have purchased a home on a contract for deed to refinance it with traditional mortgage 
financing. These program funds are combined with agency first mortgage funds. Funds are 
available for exclusive use in a designated neighborhood and may be used in a variety of 
manners including gap and equity investment. For F.Y. 1996-1997, $100,000 was 
appropriated for this program. 

3. Foreclosure Prevention and Rental Assistance Program 

The Foreclosure Prevention and Rental Assistance Program provides interest-free loans for 
renters and homeowners who are faced with eviction or foreclosure due to a temporary 
financial hardship; it also provides non-financial assistance in the form of financial 
counseling services, screening and assessment, referrals, case management and advocacy. 
Priority is given to households with incomes at or below 60% of area median income limits. 
For 1996, in the metro area this was $32,760 for a family of 4. Non-profit, community
based organizations administer the program. $566,000 was appropriated for this program 
for the F. Y. 1996-97 biennium. 

4. Minnesota Urban and Rural Homesteading Program 

The Minnesota Urban and Rural Homesteading Program provides grants to nonprofit housing 
providers or cities to acquire single family residences which are vacant, condemned, or 
abandoned, rehabilitate those properties and then sell them on a contract for deed to first 
time low and moderate income home buyers who are defined as "at risk". $372,000 was 
a~propriated for this program for the F.Y. 1996-97 biennium. 

5. Indian Housing Programs 

The Tribal Indian Housing Program provides mortgage loans, home improvement financing, 
and rental opportunities to American Indian families and persons throughout the state. 
Individual programs have been developed by each of the 3 Indian tribes that administer the 
program through their respective tribal housing authorities: Minnesota Chippewa Tribe 
Housing Corporation, the Minnesota Dakota Indian Housing Authority, and the Red Lake 
Housing Finance Corporation. All of the tribes must recycle any repayments and 
prepayments into new housing loans. The state appropriations are used exclusively for 
housing loans; administrative costs are paid for from the earnings on loans made. 
$3,366,000 was appropriated for this program for F.Y. 1996-1997. 

The Urban Indian Housing Program provides both home ownership and rental housing 
opportunities for low- and moderate-income American Indians residing in the urban areas 
of the state. The program provides below market interest rate financing for first time home 
buyers. Funding is also available for the development of special assistance program 
components of projects that address specifically identified needs of American Indians that are 
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BUDGET ACTIVITY: 
PROGRAM: 

AGENCY: 
(Continuation) 

1998-99 Biennial Budget 

Strengthening Communities 
Appropriated 
Minnesota Housing Finance Agency (MHFA) 

sponsored by nonprofit organizations. $374,000 was appropriated for this program for F.Y. 
1996-1997. 

6. Home Ownership Assistance Fund (HAP) 

HAP provides down payment assistance to more modest income home buyers who are 
purchasing their first home through one of the agency's mortgage revenue bond programs. 
Assistance is in the form of a 0% interest second mortgage loan. Home Ownership 
Assistance Fund (HAP) loans are repaid on a graduated basis. Eligible home buyers must 
have income that does not exceed 115 % of state or area median. This program has not 
received an appropriation since 1991. Repayments and prepayments of loans are required 
into new loans. 

C. The development of affordable housing is increasing in complexity. In order to achieve 
affordability, developers must obtain funding from multiple sources which often have separate 
funding conditions. Many communities in the state are hindered in their efforts to develop 
affordable housing by the lack of local expertise in housing development. The agency is 
committed to alleviating some of the complexities of developing affordable housing by 
consolidating programs whenever possible, simplifying the application process, and adhering to 
an established schedule for availability of funds. The agency provides financial assistance in 
building housing capacity through the Nonprofit Capacity Building Grant program. 

1. Nonprofit Capacity Building Grants 

The Nonprofit Capacity Building Grants program provides grants to nonprofit organizations 
and local units of government for the purpose of expanding their capacity to provide housing 
and housing-related services to low-income persons within the organization's service area. 
Grants many be used for staff training, needs assessment, strategic planning, and other 
activities which will enable the organization to better address local housing needs. $80,000 
for the biennium is set aside for the Minnesota Housing Partnership to be used for the 
regional housing network organizations that provide housing and homeless prevention 
information and assistance in Greater Minnesota. An organization in the each of the 6 
Minnesota Initiative Fund regions receives a $25,000 capacity building grant for the 
biennium to address the affordable housing needs created by economic development in the 
region, and a $50,000 grant for the biennium is made for similar activities in the metro area. 
The balance is not targeted for a specific organization or geographic area. $480,000 was 
appropriated for F.Y. 1996-1997 for this program. 

BUDGET ISSUES: 

1. Contract for Deed Guarantee 

Elimination of the Contract for Deed Guarantee program and redirection of the $100,000 
appropriation to the Foreclosure Prevention and Rental Assistance Program will be a more 

effective way to assist in home ownership opportunities. The Contract for Deed Guarantee 
program is a demonstration program. Due to the limited appropriations, the options for the use 
of the funds were somewhat limited. The private sector is increasing its activities related to 
converting contracts for deed into traditional mortgages. 

2. Foreclosure Prevention and Rental Assistance Program (FPRAP) 

Preventing foreclosure has proven to be extremely cost-effective. FPRAP has had an 85 % 
success rate, with success defined as the recipient of a FPRAP loan is current on repayments to 
the agency and has not gone into default on the mortgage or faced eviction since receipt of the 
FPRAP loan. Redirection of funds from the Contract for Deed Guarantee program to FPRAP 
will assist at least 40 additional families in avoiding foreclosure and the loss of their home. 

3. Community Rehabilitation Fund 

Reallocation of the $500,000 appropriation for acquisition, demolition, reconfiguration of 
substandard multi-family housing from the Community Rehabilitation Fund to the Affordable 
Rental Investment Fund for the same use will aid in simplifying the application process. 

REVENUE: 

The following activities generate dedicated revenues: 

1. Indian Housing Programs 

By contractual arrangement with tribal administrators, funds repaid under the Tribal Indian 
Housing Program are placed in a revolving fund with the program administrators and made 
available for administrative expenses and new loans. 

Under the Urban Indian Housing Program, funds are typically repaid on an interest-free basis and 
are made available for new activities under the program. 

GRANTS: 

The following programs provide assistance in the form of grants: 

Full Cycle Home Ownership Opportunities Services, M.S.462A.2091; 

The Contract for Deed Guarantee Program, M.S. 462A.209; 

The Minnesota Urban and Rural Homesteading Program, M.S. 462A.057; and 

Nonprofit Capacity Building Grants, M.S. 462A.21, Subd. 36. 

See above for a description of these programs. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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1998-1999 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

AGENCY: HOUSING FINANCE AGENCY 
PROGRAM: APPROPRIATED PROGRAMS 
ACTIVITY: STRENGTHENING COMMUNITIES 

ACTIVITY SUMMARY 

EXPENDITURES: 
-------------
DETAIL BY CATEGORY: 

STATE OPERATIONS: 
OPERATING EXPENSES 

Est. 
FY 1996 FY 1997 

292 349 
====-------------------------- ----------

SUBTOTAL STATE OPERATIONS 
PAYMENTS TO INDIVIDUALS 
LOCAL ASSISTANCE 
OTHER EXPENSES 

292 
1,864 

203 
5,650 

349 
3,740 

389 
7,050 

--------------------------------------------- ---------- ----------
TOTAL EXPENDITURES 

AGENCY PLAN ITEMS: 
-------------
CONTRACT FOR DEED GUARANTEES 
FORECLOSURE PREVENTION & RENT ASSISTANCE 
FORECLOSURE PREVENTION & RENT ASSISTANCE 
COMMUNITY REHABILITATION FUND 

8,009 11,528 

FUND 

GEN 
GEN 
GEN 
GEN 

--------------- ---------------------------------------- ----------
TOTAL AGENCY PLAN ITEMS 

EXPENDITURES BY FUND: 
---------------------

. DIRECT APPROPRIATIONS: 
GENERAL 

STATUTORY APPROPRIATIONS: 
HOUSING FINANCE AGENCY 

------------------
TOTAL EXPENDITURES 

REVENUE COLLECTED: 
------------------
DEDICATED: 

HOUSING FINANCE AGENCY 
-----------------------
TOTAL REVENUES COLLECTED 

8,009 

8,009 

2,726 

2,726 

11,528 

11,528 

1,130 

1,130 

Base 
Level 

FY 1998 FY 1999 

Agency Governor 
Plan Reconm. 

Base 
Level 

Agency Governor 
Plan Reconm. 

---------- ---------- ---------- ---------- ----------

--

165 

165 
3,987 

294 
5,299 
-- -
9,745 

5,779 

3,966 

9,745 

1,563 

1,563 

115 115 

115 115 
3,737 3,737 

294 294 
5,374 5,374 

---------- ----------
9,520 

<50> 
50 
25 

<250> 
----------

<225> 

5,554 

3,966 

9,520 

1,563 

1,563 

9,520 

5,554 

3,966 

9,520 

1,563 

1,563 

165 115 115 
---------- ---------- ----------

165 115 115 
3,987 3,737 3,737 

294 294 294 
4,480 4,555 4,555 

---------- ---------- ----------
8,926 

5,779 

3,147 

8,926 

1,473 

1,473 

8,701 

<50> 
50 
25 

<250> 
----------

<225> 

5,554 

3,147 

8,701 

1,473 

1,473 
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5,554 

3,147 

8,701 

1,473 

1,473 



1998-99 Biennial Budget 

PROGRAM: Non-appropriated Programs 
AGENCY: Minnesota Housing Finance Agency (MHFA) 

PROGRAM DESCRIPTION: 

The non-appropriated programs consist of the following activities: Section 8 Housing Assistance 
Payments; Home Investment Partnership Programs (HOME); Housing Tax Credit; Shelter Plus Care; 
Nonprofit Capacity Building Loan Program; Publicly Owned Transitional Housing Program; the Low 
and Moderate Income Rental program; the Innovative Housing Loan program; Housing Opportunities 
for Persons with Aids (HOPW A); Partnership in Affordable Housing; the Deferred Maintenance 
Program; Multi-family Troubled Properties Operation Subsidies; Youth Employment Incentives 
Program; and the mortgage revenue bond programs for home ownership, home improvements, and 
rental projects. 

PROGRAM STATUS: 

The agency works directly with the following goals: 

1111 to provide leadership in addressing housing needs in Minnesota; 
1111 to encourage and participate in partnerships with the public and private sector organizations, in 

order to increase affordable housing opportunities in Minnesota; 
1111 to take full advantage of existing resources for funding and financing housing; 
1111 to conduct activities with the highest degree of fiscal responsibility and integrity; 
1111 to provide technical assistance opportunities as well as financing to ensure that resources are used 

as efficiently and effectively as possible in all areas of the state; 
1111 to help build stronger communities and neighborhoods by increasing the availability of quality, 

affordable housing and a variety of housing options. 

PLANNED RESULTS: 

The agency budget plan will not directly affect the non-appropriated programs. 

BUDGET AND REVENUE SUMMARY: 

The agency budget plan will not directly affect the non-appropriated programs. 
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AGENCY: HOUSING FINANCE AGENCY 
PROGRAM: NON-APPROPRIATED PROGRAMS 

1998-1999 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1998 FY 1999 

ACTIVITY RESOURCE ALLOCATION: FY 1996 
- - ----------------------------- ----------

MEETING BASIC HOUSING NEEDS 
STRENGTHENING COMMUNITIES 

76,434 
1,606 

Est. 
FY 1997 

80,557 
2,650 

Base 
Level 

84,926 
2,593 

Agency Governor 
Plan Reconm. 

84,926 
2,593 

84,926 
2,593 

Base 
Level 

84,906 
2,473 

Agency Governor 
Plan Reconm. 

84,906 
2,473 

84,906 
2,473 

---------- - - ------ - - - ---------- ---------- ---------- ---------- ---------- ---------- ----------
TOTAL EXPENDITURES BY ACTIVITY 

EXPENDITURES BY FUND: 
---------------------
STATUTORY APPROPRIATIONS: 

HOUSING FINANCE AGENCY 
------------------
TOTAL EXPENDITURES 

FTE BY EMPLOYMENT TYPE: 

78,040 

78,040 

78,040 

83,207 

83,207 

83,207 

87,519 

87,519 

87,519 

87,519 

87,519 

87,519 

87,519 

87,519 

87,519 

87,379 

87,379 

87,379 

87,379 

87,379 

87,379 

87,379 

87,379 

87,379 

------------------------ ------------ --- ---------- ---------- ---------- ---------- ---------- ---------- ----------
TOTAL FTE 
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BUDGET ACTIVITY: 
PROGRAM: 

AGENCY: 

1998-99 Biennial Budget 

Meeting Basic Housing Needs 
Non-appropriated 
Minnesota Housing Finance Agency (MHFA) 

ACTIVITY DESCRIPTION: 

Activities related to meeting basic housing needs are directed primarily at households who are unable 
to obtain or maintain decent, safe affordable housing that meets the needs of those living in it. Efforts 
to meet the goal of meeting basic housing needs center around 4 broad service areas: 1) serving low 
and extremely low income renters; 2) rehabilitation of owner occupied housing for low and extremely 
low income households; 3) serving homeless persons; 4) serving persons with special needs. 

A. Extremely low and low income renters - those with annual household incomes of under $21,750-
are served by subsidizing the costs of new construction of rental units or the costs of the 
rehabilitation of existing affordable rental units or providing monthly rental assistance. A family 
of 3 with one wage earner earning $7 .65 per hour (the average wage in a newly created lower 
paying job) can afford only $382 per month for shelter costs. It is virtually impossible to. develop 
new rental housing that is affordable at this income level, even when the housing carries no debt 
service because the typical maintenance, operating costs, and property taxes equal almost this 
amount Often, a combination of a subsidy for construction or rehabilitation and a monthly rent 
subsidy is necessary in order for a rental unit to be affordable to extremely low- and low-income 
renters. 

Five programs funded from non-state appropriated resources assist in meeting basic housing 
needs by serving extremely low- and low-income renters: the HUD Section 8 Housing Assistance 
program; Housing Tax Credit program; New Construction Tax Credit Mortgage/ Bridge Loan 
program; Targeted HOME fund; and HOME Rental Rehab program. 

1. HUD Section 8 Housing Assistance program 

The Agency administers the federal Housing Assistance Payments for 23 developments. 
The assistance is in the form of rental subsidies to low and moderate income tenants. The 
tenant pays no more than 30 % of his or her income for rents and HUD pays the difference 
between the tenant's contribution and a rent amount set by contract between HUD and the 
owner. Tenants must have incomes of less than 80% of area median. For developments 
with Housing Assistance Payments contracts executed after 10-1-81, 100 % of the units must 
be occupied by households with incomes below 50 % of area median; developments with 
contracts executed before that date must rent at least 30 % of the units to households with 
incomes below 50% of area median. The Housing Assistance Payments are committed for 
the remainder of the mortgage term (30 or 40 years). 

MFHA used tax exempt bond proceeds to finance most of these projects. The security for 
repayment of the bonds depends on the MHFA's continued administration of these funds. 

2. Housing Tax Credit Program 

The federal Housing Tax Credit program provides income tax credits for 10 years to 
investors who invest in the construction or rehabilitation of rental housing.. For the last 10 
years this has been the primary source of equity for affordable rental housing. In order to 
be eligible for the tax credit, the housing must meet federal income and rent restrictions for 

at least 15 years. MHFA is the statutorily designated agency for allocating and monitoring 
the federal tax credits. To date, 394 developments in Minnesota have received an allocation 
of credits from MHF A under the tax credit program; all of which must be monitored for 
compliance with federal requirements. 

3. New Construction Tax Credit Mortgage/ Bridge Loan Program 

The New Construction Tax Credit Mortgage/ Bridge Loan program provides first mortgage 
and bridge loans for the construction or substantial rehabilitation of affordable rental housing 
that has received federal tax credits. 

4. Targeted HOME fund 

The Targeted HOME fund is federally funded and provides deferred mortgage loans to assist 
eligible applicants with the development, acquisition, construction, or rehabilitation of rental 
housing for low income households, including special needs populations. 

5. HOME Rental Rehab Program. 

The HOME Rental Rehab program is a federally funded program that provides deferred 
loans to rehabilitate privately owned rental property to support affordable, decent, safe, and 
energy efficient housing for lower income households. Assistance ranges from $3,000 to 
$14,000 per unit. owners are required to match program assistance on a 1 to 3 basis. A 
network of local administrators assists in administrating this program. 

B. The preservation of owner occupied housing for extremely low income and low income 
households is the second major component of efforts to meet basic housing needs. Because it 
is so difficult to develop new housing which is affordable to extremely-low and low-income 
households, existing affordable housing must be preserved. Extremely low income and low 
income homeowners often cannot afford to make needed repairs to maintain their home after 
paying the monthly mortgage payments. Maintenance, if deferred too long, can pose health and 
safely problems. 

Two programs funded from non-state appropriation sources support this activity: the HOME 
Deferred Loan program and the Revolving loan program. 

1. HOME Deferred Loan program 

The HOME Deferred Loan program provides deferred loans to extremely low income 
homeowners to correct health and safety hazards and improve the home's habitability, 
accessibility, and energy efficiency. Loans are repaid only if the property is sold or 
otherwise ceases to be the borrower's principal residence within 10 years of receiving the 
loan. 

2. Revolving Loan program 

The Revolving Loan program provides affordable home improvement financing to low and 
moderate income households who are not eligible for other financing, including the agency's 
other home improvement loans, for a variety of reasons, including poor credit history. The 
loans may be used to correct health and safety hazards and improve the home's habitability, 
accessibility, and energy efficiency. The program offers an interest rate of 3 % and a 15 year 
term, with a maximum loan amount of $10,000. 
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Meeting Basic Housing Needs 
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Minnesota Housing Finance Agency (MHFA) 

C. Housing assistance to homeless persons takes the form of both temporary and permanent housing 
and is frequently combined with social services. While affordable permanent housing is the 
ultimate solution for homeless persons, temporary shelter (both emergency and transitional 
housing) must be available to provide an immediate harbor for youth and women escaping abuse. 
Transitional housing gives homeless persons the time and support to develop job skills, overcome 
addictions, or stabilize their lives in preparation for moving to permanent housing. Between 1985 
and 1994, there was a 240% increase in the Twin Cities Metro area in the number of persons 
requesting emergency shelter. Greater Minnesota experienced a 313% increase in the number 
of persons using temporary housing programs during that same time period. Between May, 1995 
and May, 1996, there was an 111 % increase in the number of people turned away from 
emergency shelter. The number of turnaways form transitional housing increased by 146% 
during that same period. 

The Shelter Plus Care Program and the Publicly Owned Transitional Housing Program are the 
2 programs funded through non-state appropriations that provide assistance to homeless persons. 

1. Shelter Plus Care Program 

MHFA administers the federal Shelter Plus Care program which provides grants to states, 
local units of government, Indian tribes, and public housing authorities for rental assistance 
that is combined with support services to homeless persons with disabilities. 

2. Publicly Owned Transitional Housing Program 

The Publicly Owned Transitional Housing program provides deferred loans to local units of 
government in the development, construction, acquisition, improvement, or rehabilitation of 
housing properties to be used as transitional housing for low and moderate income persons. 
The loan is forgiven after 20 years if the property is used for specified purposes during the 
entire 20-year period. Transitional housing is housing used for a limited duration not to 
exceed 24 months and designed for occupancy on a continuous 24 hour basis. Battered 
women and homeless youth are among those for whom housing is provided under this 
program. The program is funded from capital bonding proceeds. 

D. The provision of housing assistance to persons with special needs presents several challenges. 
Housing for persons with special needs often requires adaptation or reconfiguration of the housing 
to accommodate the special needs. Many persons with special needs also have extremely-low 
or low-incomes and need subsidized rents. In order to maintain persons with special needs in the 
community, medical or social services must be tied to the housing assistance . 

The Great Minnesota Fix-up Fund-Accessibility program and the Housing Opportunities for 
Persons with Aids (HOPW A) program provide housing assistance to persons with special needs 
with non-state appropriated funds. 

1. Great Minnesota Fix-up Fund-Accessibility 

The accessibility set-aside under the Great Minnesota Fix-up Fund program provides 
affordable home improvement loans to low and moderate income households to increase the 
accessibility of a property for a disabled occupant. 

2. Housing Opportunities for Persons with Aids (HOPW A) 

The HOPW A program is a federally funded program which is jointly administered by the 
Department of Health and MHFA. It provides resources to devise long-term and 
comprehensive strategies for meeting the housing needs of person with AIDS or related 
diseases. 

BUDGET ISSUES: 

Because these activities are funded through non-state appropriated resources, no budget issues are 
presented. 

REVENUE: 

All of the loan activities generate dedicated revenues. Revenues earned under this activity support 
agency administrative expenses, fund new loans, or are pledged to the repayment of mortgage revenue 
bonds. 

GRANTS: 

The Housing Assistance Payments, the Shelter Plus Care program, and the Housing Opportunities for 
Persons with AIDS (HOPW A) program provide grants. These programs are authorized under M.S. 
462A.95, Subd. 11. A description of these programs is found above. · 
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AGENCY: HOUSING FINANCE AGENCY 
PROGRAM: NON-APPROPRIATED PROGRAMS 
ACTIVITY: MEETING BASIC HOUSING NEEDS 

ACTIVITY SUMMARY 

1998-1999 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1996 FY 1997 

Base 
Level 

FY 1998 

Agency Governor 
Plan Reconm. 

Base 
Level 

FY 1999 

Agency Governor 
Plan Reconm. 

------------------------- -- ---- ......... -···-·· ···- ------- -- ······-·········-··· ------- ---------- ---------- ---------- ---------- ---------- ----------

EXPENDITURES: 
-------------
DETAIL BY CATEGORY: 

STATE OPERATIONS: 
OPERATING EXPENSES 1,582 2,230 

=======================--- ----============== ========== ========== 
SUBTOTAL STATE OPERATIONS 
PAYMENTS TO INDIVIDUALS 
OTHER EXPENSES 
TRANSFERS 

1,582 
69,705 
5,147 

2,230 
68,664 
9,663 

2,187 2,187 2,187 
---------- ---------- ----------

2,187 2,187 2,187 
73,032 73,032 73,032 
9,665 9,665 9,665 

42 42 42 

2,187 2,187 2,187 
---------- ---------- ----------

2,187 2,187 2,187 
73,012 73,012 73,012 
9,665 9,665 9,665 

42 42 42 
--------==== ----------====, ---------- ---------- ---------- ---------- ---------- ---------- ----------
TOTAL EXPENDITURES 

EXPENDITURES BY FUND: 

STATUTORY APPROPRIATIONS: 
HOUSING FINANCE AGENCY 

------------------
TOTAL EXPENDITURES 

REVENUE COLLECTED: 
------------------
DEDICATED: 

HOUSING FINANCE AGENCY 

76,434 

76,434 

76,434 

96, 138 

80,557 

80,557 

80,557 

89,106 

84,926 

84,926 

84,926 

95,333 

84,926 

84,926 

84,926 

95,333 

84,926 

84,926 

84,926 

95,333 

84,906 

84,906 

84,906 

95,985 

84,906 

84,906 

84,906 

95,985 

84,906 

84,906 

84,906 

95,985 
============================================= ========== ========== -- ------ ....... _____ ---------- ---------- ---------- ---------- ----------
TOTAL REVENUES COLLECTED 

FTE BY EMPLOYMENT TYPE: 

TOTAL FTE 

96,138 89,106 95,333 95,333 95,333 95,985 95,985 95,985 
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BUDGET ACTIVITY: 
PROGRAM: 

AGENCY: 

1998-99 Biennial Budget 

Strengthening Communities 
Non-appropriated 
Minnesota Housing Finance Agency (MHFA) 

ACTIVITY DESCRIPTION: 
Housing is an important component of a community's vitality. The availability, cost, and condition 
of the housing influences the community's ability to attract and sustain economic development. A 
decline in a community's housing stock can adversely impact property values and revenues from 
property taxes. Declining neighborhoods are disproportionately the site of criminal activities. Once 
a community is perceived as having declined, its ability to attract new investment, in terms of new 
homeowners, rehabilitation, and new commerce, is seriously impaired. Activities designed to 
strengthen communities fall into 4 categories: 1) strengthening a community's housing stock; 2) 
assisting in opportunities; 3) assisting in building capacity; and 4) preserving affordable MHFA
financed housing. 

A. A community's housing stock is strengthened through the provision of funding for revitalization 
of specific neighborhoods. Communities with a predominantly older housing stock can encourage 
continued home ownership in an area by offering funds to improve the housing in need of update 
and code compliance. Targeting resources at a particular area of a community can produce 
discernible results not just for the homes being rehabilitated but also for the neighborhood as a 
whole. 

The Community Fix-up Fund, the Home Energy Loan program, the Great Minnesota Fix-up 
Fund program, and the Low and Moderate Income Rental program are all activities funded from 
non-state appropriated resources that strengthen communities by strengthening the housing stock. 

1. Community Fix-up Fund 
The Community Fix-up Fund program encourages cooperative efforts between MHFA, local 
lenders, nonprofit organizations, local governments, community organization, and other 
participants by providing funds to address specific community home improvement objectives 
and needs. Loans are for a fixed, below market interest rate, based on household income. 

2. Home Energy Loan program 
The Home Energy Loan program provides subsidized financing for the purpose of increasing 
the energy efficiency of owner-occupied, single family properties. Loans for the installation 
of energy conservation improvements tend to be small and expensive to originate and 
service; for these reasons, private lenders are generally not willing to provide them on a 
conventional basis. The program provides loans at 8 % for a maximum term of 5 years. The 
maximum loan amount is $5,000. Homes built prior to 1976 are targeted. 

3. Great Minnesota Fix-up Fund program 
This program provides affordable home improvement loans to low and moderate income 
households. Loans may be used to bring homes into compliance with building and housing 
code standards, to accomplish energy conservation related improvements, to make housing 
more desirable to live in, and to improve the quality of the existing housing stock. The 
purchase or installation of luxury items, recreational facilities and personal property are not 
eligible uses of these funds. Recognizing that affordability of the loan is dependent on 
income, the program offers fixed interest rates ranging from 2 % to 8 % , with households 
with the lowest incomes receiving the lowest interest rates. The maximum loan amount is 
$15,000. Borrowers may take up to 15 years to repay the loan. 

4. Low and Moderate Income Rental Program 
This program provides low interest mortgage funds for the acquisition and rehabilitation or 
new construction of rental apartment buildings for low and moderate income Minnesotans. 
This program may be used in conjunction with a variety of other sources of funds. This 
program is funded from federal tax-exempt bond proceeds. 

B. Assistance with home ownership opportunities is a second major component of the agency's 
efforts to straighten communities. High home ownership rates are perceived as a critical element 
of a community's stability. Many Minnesotans have sufficient income to make monthly mortgage 
payments but do not believe that home ownership is within their reach, lack the knowledge 
necessary to access financing, or have encountered other institutional barriers to obtaining home 
ownership financing. Others have purchased a home but have suffered a temporary financial 
setback that puts them at risk of losing their home. 

There are 7 programs funded from non-state appropriated resources that assist in home ownership 
opportunities: 1) Entry Cost Homeownership Opportunity Program; 2) the Mortgage Revenue 
Bond programs; 3) Purchase Plus; 4) HOME-MURL; 5) Partnership in Affordable Housing 
Program; 6) the Home Stretch Home Buyer Training Program; and 7) The Innovative Housing 
Loan Program. 

1. Entry Cost Homeownership Opportunity (ECHO) Program 
ECHO encourages the development of community lending initiatives by private lenders in 
cooperation with community partners, such as local governments, nonprofit housing · 
providers, and various advocacy groups. Interest free, deferred loan are provided to low
income home buyers who are unable to afford home ownership witho\lt assistance in meeting 
the entry costs. Lenders are required to contribute a portion of the loan through their own 
resources. 

2. Mortgage Revenue Bond programs 
The agency's mortgage revenue bond programs provide below market interest rate financing 
to low and moderate-income first time homebuyers throughout the state. Mortgage revenue 
bonds are tax exempt bonds sold under section 143 of the Internal Revenue Code of 1986. 
The low interest rate on the bonds enables the agency to provide below market interest rate 
mortgage loans. The programs are generally delivered in cooperation with private mortgage 
lenders throughout the state. A set-aside of mortgage revenue bond funds is available to 
lenders who are working in cooperation with local community groups to address 
homeownership needs within a particular community or neighborhood. MHFA also issues 
bonds on behalf of units of local government which receive an allocation of bonding 
authority. Local programs must meet certain income and house price limits and meet locally 
identified housing needs. 

3. Purchase Plus 
The Purchase Plus Program is a purchase/rehabilitation mortgage program that enable 
borrowers to raise the funds either to purchase and rehabilitate or refinance and rehabilitate 
existing housing with a single mortgage. This program is funded by the agency's recycled 
resources. 

4. HOME-MURL 
The Rural and Urban HOMEsteading Program is modeled as closely as possible to 
complement the state appropriated MURL program. It uses federal HOME block grant funds 
to provide grants to nonprofit housing providers or cities to acquire single family residences 
which are vacant, condemned, or abandoned, rehabilitate those properties and then sell them 
on a contract for deed to first time low and moderate income home buyers who are defined 
as "at risk". 
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5. Partnership in Affordable Housing (P AH) Program 
. PAH is a partnership between the MHFA and nonprofit housing providers and lenders. 

MHF A provides below-market interest rate interim financing for the construction or 
rehabilitation of homes for ownership by lower income households. 

6. Innovative Housing Loan Program 
The Innovative Loan Program provides a pool of funds to be used for encouraged innovation 
in the development or rehabilitation of single or multi-family residential housing. The 
program provides interim financing to both for-profit and non-profit organizations for 
housing projects inviting innovations in construction methods, materials, equipment, design, 
marketing, financing, and other areas. Interim loans to non-profit organizations are interest
free. 

7. Home Stretch Home Buyer Training Program 
The Home Stretch Home Buyer Training Program provides materials and technical support 
to communities which want to provide home buyer training and counseling to potential home 
buyers. A common curriculum and materials is available. The agency works with 
communities to identify participants in and coordinators for home buyer training, trains local 
participants to effectively deliver these services and provides them with materials and support 
to assure their success. Since the program began in April, 1995, 83 program administrators 
have been trained to provide education and or counseling. Almost 1700 people have a 
completed a workshop. 71 counties have Home Stretch classes and/or counseling available. 

C. The development of affordable housing is increasing in complexity. In order to achieve 
affordability, developers must obtain funding from multiple sources which often have separate 
funding conditions. Many communities in the state are hindered in their efforts to develop 
affordable by the lack of local expertise in housing development. The agency is committed to 
alleviating some of the complexities of developing affordable housing by consolidating programs 
whenever possible, simplifying the application process, and adhering to an established schedule 
for availability of funds. 

The agency provides financial assistance in building housing capacity through the Nonprofit 
Capacity Building Revolving Loan program. 

1. Nonprofit Capacity Building Loan Program 
The Nonprofit Capacity Building Revolving Loan program provides loans to nonprofit 
organizations and local units of government to assist them in efforts to develop housing 
projects for low and moderate income persons. Loans may be used for predevelopment costs 
such as architect fees, attorney's fees, options on land and buildings, and other costs 
associated with the processing or preparation of a housing project proposal. 

D. Since its inception, MHFA has financed 546 rental housing developments throughout the state. 
The preservation and continued long-term viability of agency-financed property is crucial to 
maintaining strong communities. MHFA is involved with the lnteragency Stabilization Group, 
which consists of representatives from HUD, Family Housing Fund of Minneapolis and St. Paul, 
Local Initiatives Support Corporation, the McKnight Foundation, Minneapolis Community 
Development Agency, and the St. Paul Department of Planning and Economic Development. 
This group was formed to address the need for stabilization assistance for distressed multifamily 
developments. The agency's management staff works with owners and management agents to 
ensure that social, financial, and regulatory goals . are achieved throughout the life of the 
development. The housing must be operated in a financially sound manner and maintained 
properly in order to provide decent and safe housing for the tenants. The Deferred Maintenance 
Program, the Multi-family Troubled Properties Operation Subsidies, and Youth Employment 
Incentives program are activities which help preserve agency financed affordable housing and are 
not funded by state appropriations. 

1. Deferred Maintenance Program 
This program is used to fund the maintenance needs of MHFA-financed properties that have 
been deferred because the property did not adequately cash flow. 

2. Multi-family Troubled Properties Operation Subsidies 
This program provides funds for deferred maintenance and operating subsidies for MHFA
financed properties to allow the properties to continue to serve low and extremely low 
income families. 

3. Youth Employment Incentives program 
MHFA shares the salary expenses with MHFA-financed properties when the properties hire 
young persons living in or around the property to assist in general maintenance and light 
office work needed on the property. The youth must live in family whose income is $28,000 
or less. This program not only helps defray operational costs of the affordable rental 
property but also provides employment and training opportunities for the youth. 

BUDGET ISSUES: 
Since these activities are funded from non-state appropriated resources, there are no budget issues 
related to these activities. 

REVENUE: 
All of the loan activities generate dedicated revenues. Revenues earned under this activity support 
agency administrative expenses, fund new loans, or are pledged to the repayment of mortgage revenue 
bonds. 

GRANTS: 
The HOME-MURL program M.S. 462A.05, Subd. 11 and the Youth Employment Incentives 
program, M.S. 462A.05, Subd. 40 provide grants. See above for a description of these programs. 
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AGENCY: HOUSING FINANCE AGENCY 
PROGRAM: NON-APPROPRIATED PROGRAMS 
ACTIVITY: STRENGTHENING COMMUNITIES 

ACTIVITY SUMMARY 

EXPENDITURES: 
-------------
DETAIL BY CATEGORY: 

STATE OPERATIONS: 
OPERATING EXPENSES 

1998-1999 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

Est. 
FY 1996 FY 1997 

16 37 

Base 
level 

FY 1998 

Agency Governor 
Plan Reconm. 

Base 
Level 

FY 1999 

Agency Governor 
Plan Reconm. 

---------------------------------- - - - -- ---------- ---------- ---------- ---------- ---------- ---------- ----------
SUBTOTAL STATE OPERATIONS 
PAYMENTS TO INDIVIDUALS 
LOCAL ASSISTANCE 
OTHER EXPENSES 

16 
1,432 

6 
152 

37 
1,752 

721 
140 

1,752 
721 
120 

1,752 
721 
120 

1,752 
721 
120 

1,752 
721 

1,752 
721 

1,752 
721 

_,..,......,...,..... ....... ____________________________________ ---------- ---------- ---------- ---------- ---------- ---------- ---------- ----------
TOTAL EXPENDITURES 

EXPENDITURES BY FUND: 
---------------------
STATUTORY APPROPRIATIONS: 

HOUSING FINANCE AGENCY 
------------------
TOTAL EXPENDITURES 

REVENUE COLLECTED: 
------------------
DEDICATED: 

SPECIAL REVENUE 
HOUSING FINANCE AGENCY 

-----------------------
TOTAL REVENUES COLLECTED 

FTE BY EMPLOYMENT TYPE: 

TOTAL FTE 

1,606 

1,606 

1,606 

71 
1,606 

1,677 

2,650 

2,650 

2,650 

2 
2,650 

2,652 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,593 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 

2,473 
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PROGRAM: Administrative Cost Ceiling 
AGENCY: Minnesota Housing Finance Agency (MHFA) 

PROGRAM DESCRIPTION: 

The purpose of the administrative cost ceiling is to fund agency operations. On 6-30-96, total assets 
were $2. 72 billion, an increase of $105 million over the previous year. Loans outstanding were 
$1,745,734 and bonds payable were $2,020,738. 

In F.Y. 1996, mortgage loan purchases/originations were $232 million. 80% of this amount is 
attributable to home ownership loans. The receipt of scheduled mortgage loan repayments of $54 
million increased from the previous year, as did mortgage loan prepayments. 

During F.Y. 1996, the agency issued/remarketed 16 series of bonds aggregating $736 million, an 
increase of $279 million over the previous year. The increase is due primarily to the current 
refunding of certain of the Agency's Multifamily.and Housing Development bonds with proceeds from 
the issuance of Rental Housing bonds, 1995 Series C-2 and 1995 Series D. 

The responsibilities for loan portfolio management, investment and debt management, and property 
management continue to increase as the agency's portfolio grows. The agency plan includes an 
increase to the cost ceiling to allow an addition to staff of 14 full time employees over the course of 
the biennium. 

PROGRAM STATUS: 

The following 3 factors drive the need for additional staff. 

111 The agency's portfolio of properties requiring management has grown as a result of previous 
appropriations. In order to protect the agency's investment in these properties, the agency must 
closely monitor the management and operation of the properties. 

111 The portfolio of federal housing tax credit units is growing by approximately 1200 units per year. 
Federal law requires that a portion of tax credit units be monitored every year which in terms 
means a slow but steady growth over the next 6 years in the number of staff required to comply 
with federal law requirements. 

111 MHFA is involved in a number of efforts to substantially simplify the housing financing system 
for development organizations by consolidating the processes for project selection, underwriting 
and monitoring with other public and private funders, including the Family Housing Fund, the 
Greater Minnesota Housing Fund, the Metropolitan Council, and the Minneapolis Public Housing 
Authority. Recognizing the agency's technical expertise, these funders are relying increasingly 
on the agency to provide underwriting and monitoring services. Current staff levels cannot 
support these additional responsibilities. 

PLANNED RESULTS: 

The agency budget plan will facilitate the accomplishment of related performance objectives as 
identified in the 1996 annual performance report as follows: 

1111 MHFA consistently maintains its top tier rating with Standard and Poor's rating agency. This 

performance is consistent with the annual performance report and requires a spending increase 
for additional accounting staff. 

111 To add to the stock of existing and permanent units of affordable housing. This performance is 
consistent with the annual performance report. As the number of affordable units funded by the 
Agency increases, additional staff is necessary to monitor the management and operations of the 
properties and to comply with federal tax credit monitoring requirements. 

BUDGET AND REVENUE SUMMARY: 

The cost ceiling for F.Y. 1997 is $9,911,000. The agency plan proposes increasing the cost ceiling 
to $11,017,000 in F. Y. 1998 and $11,678,000 in F. Y. 1999. This increase includes the addition of 
14 additional staff, and also provides for documented rent increases, necessary hardware and 
software, and approved adjustments for inflationary operating expenses. 

Any increase to the cost ceiling is paid through agency earnings, not state appropriations. 

GOVERNOR'S RECOMMENDATION: 

The Governor concurs with the agency's plan. 
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AGENCY: HOUSING FINANCE AGENCY 
PROGRAM: ADMINISTRATION 
ACTIVITY: ADMINISTRATIVE COST CEILING 

ACTIVITY SUMMARY 

EXPENDITURES: 
-------------
DETAIL BY CATEGORY: 

STATE OPERATIONS: 
PERSONAL SERVICES 
OPERATING EXPENSES 
------------------
SUBTOTAL STATE OPERATIONS 

TOTAL EXPENDITURES 

AGENCY PLAN ITEMS: 

1998-1999 BIENNIAL BUDGET 
(DOLLARS IN THOUSANDS) 

FY 1998 FY 1999 

FY 1996 

6,828 
2,869 

9,697 

9,697 

Est. 
FY 1997 

7,783 
2,128 

9,911 

9,911 

FUND 

Base 
Level 

7,783 
2,128 

9,911 

9,911 

Agency Governor 
Plan Reconm. 

8,636 
2,381 

11,017 

11,017 

8,636 
2,381 

11,017 

11,017 

Base 
Level 

7,783 
2,128 

9,911 

9,911 

Agency Governor 
Plan Reconm. 

9,247 
2,431 

11,678 

11,678 

9,247 
2,431 

11,678 

11,678 

NEW STAFF & ASSOCIATED COSTS HFA 1,106 1,767 

1,767 
------------------

TOTAL AGENCY PLAN ITEMS 

EXPENDITURES BY FUND: 

STATUTORY APPROPRIATIONS: 
HOUSING FINANCE AGENCY 

------------------
TOTAL EXPENDITURES 

FTE BY EMPLOYMENT TYPE: 
-------------------
REGULAR 
TEMP/SEAS/PART_TIME 
OVERTIME 

9,697 

9,697 

151.9 
2.5 

.2 

9,911 

9,911 

170.5 

9,911 

9,911 

170.5 

-------
1, 106 

11,017 

11,017 

184.5 

11,017 

11,017 

184.5 

9,911 

9,911 

170.5 

11,678 

11,678 

184.5 

11,678 

11,678 

184.5 

--------------------------------------------- ..................... _, ---------- ---------- ---------- ---------- ---------- ---------- ----------
TOTAL FTE 154.6 170.5 170.5 184.5 184.5 170.5 184.5 184.5 
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